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STUART SCHWARZSCHILD 

“Your Company’s Pension Plan” 

In line with the increasing emphasis on security and on 
financial problems of the aged, the company pension plan, 
once described as a fringe benefit, is more and more consid- 
ered an essential. Dr. Schwarzschild discusses current trends 
in retirement plans, some of the problems involved in ad- 
ministering such systems, and procedures being devised to 
protect the retiree from inflation hazards and the employer 
from unanticipated costs. 

The author is Assistant Professor of Insurance, School of 
Business Administration, Georgia State College of Business 
Administration. 


ROGER KLEIN 
GLENN M. HOGAN 

“Government’s Role in Health Care” 

Health care for the aged, currently an issue of national in- 
terest and debate, is considered by the authors as only a part 
of the large general problems of making health services and 
facilities available to all. They emphasize the need for a bet- 
ter informed public in the health service area, and for more 
effective community planning and cooperation. They describe 
present programs for indigent care as inadequate and rigid; 
present distribution of health services as overlapping and 
wasteful; hospital costs as including research and education, 
which rightly should be allocated to their own fields—all con- 
ditions contributing to the “high costs” of health care. 

Mr. Klein is Director of the Graduate Program in Hospital 
Administration, Emory University, and Mr. Hogan is Execu- 
tive Director of the Georgia Hospital Association. 





RALPH N. TRAXLER, JR. 

“Definition and Origin of Business History” 

In recent years the business history as a distinct field has 
received increasing attention. The business firm finds the 
record of the development of policies that have shaped the 
business to be a valuable basis for decision making and a 
foundation for the evolution of a business philosophy. The 
economist recognizes that the business firm is a vital in- 
stitution, making a tremendous impact on the economic, so- 
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cial, and cultural economy. Educators, perceiving that the 
account of human judgment as it has been applied in busi- 
ness firms has received less than proper emphasis in the 
account of events of a country’s development, realize that 
business history offers a particular contribution to the cul- 
ture and an insight into the complex social and economic 
system. 

Dr. Traxler, of the School of Business of Emory Univer- 
sity, elaborates on these and other points in the first in a 
series of articles to be published on the subject of business 
histories. 


JOHN L. FULMER 

“Marketing Potentials in Georgia” 

As stated by Dr. Fulmer, a market is people “with money” 
and “with certain spending habits,” and market potential is a 
leading factor in economic development. In describing market 
potentials in Georgia, the author points out the wide differ- 
ences in income between Georgia counties, with the largest 
and most rapidly growing markets found in the counties with 
growing populations. Under anticipated development pro- 
grams, these centers are expected to continue their expansion 
in population, income, and retail sales. In addition, however, 
the opportunities for growth and market development are 
excellent in a number of outlying counties now sufficiently 
industrialized to draw workers from nearby areas. Such 
points are market potentials and offer genuine opportunities 
for further enlargment and growth. 

Dr. Fulmer is Professor of Industrial Management, Georgia 
Institute of Technology. 


WARREN A. WALKER 

“The Southeastern Corner” 

The subject of liquid detergents, a possible industry for 
development in the Southeast, is discussed in this month’s 
“Southeastern Corner.” Mr. Walker describes the present 
market for liquid detergents in this area, designating the 
product as one for which there will be a growing demand. He 
points out that most of the present market for liquid deter- 
gents in the Southeast is supplied by companies that have 
no plants in this region, and suggests that, because of the 
rather large initial capital outlay, the establishment of 
branch plants by present producers is probably more feasible 
than for new producers to enter the field. 
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© YOUR COMPANYS PENSION PLAN 


Is there needless overlapping of benefits? 
Is the plan distorted by tax aspects? 
How can nonconjectural costs be budgeted? 


Stuart Schwarzschild 


Can pension payments be adjusted for inflation? 


Pensions for employees have grown so that today 
they involve an annual cost of over five billion dol- 
lars a year. With such a large outlay embedded so 
deeply in the cost, compensation, and competitive 
structure of every industry, it is important that a 
firm’s pension plan be soundly conceived and op- 
erated. Pension plans are one of the most important 
and expensive commitments a company ever makes. 
Management must become familiar with the whole 
subject and not only make long-range plans but con- 
stantly measure the company’s performance. It is 
necessary to reconsider earlier decisions in the light 
of changing state and federal laws, company size, 
and the company’s competitive position. It is also 
necessary to watch out for needless overlapping of 
various employee benefit plans. For example, death 
benefits may be found in group life, salary con- 
tinuation, pension, profit sharing, and travel acci- 
dent plans as well as in Social Security and Work- 
men’s Compensation, The total benefits may far 
exceed the employer’s intent, and the cost may more 
reasonably be used to fund some other needed bene- 
fit. Also, if the employee has no immediate de- 
pendents, the funds may be given unnecessarily to 
lawyers, the tax collector, and distant relatives. 

This paper is addressed to some of the current 
problems and trends in pension planning, with em- 
phasis on those that affect the costing of the final 
product. 


NEGOTIATED PENSIONS DIVORCED FROM 
SOCIAL SECURITY 

In union-negotiated plans, the pattern set in the 
1949 steel settlement of a flat pension minus social 
security is changing so that in many current settle- 
ments the company must pay a fixed pension re- 
gardless of increases in the scale of benefits pro- 
vided by social security. The result is that all in- 
creases in social security benefits go to the em- 
ployee instead of reducing the employer’s cost. Since 
increases in social security taxes are borne jointly 
by the employee and the employer, the pattern might 
more logically be that one-half of the social security 
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benefit increase should go to the employee and one- 
half be used to reduce the employer-paid pension 
benefits. 


INCREASE IN THE NUMBER OF NONCONTRIBUTORY PLANS 

This trend undoubtedly is a result of the fact that 
when the employer pays the full bill the cost is a 
deductible expense, taxwise, but when the employee 
makes his contribution it has been subjected to the 
personal income taxes. The trend toward noncon- 
tributory systems raises the cost of the pension plan 
to the employer. But, with the increase in the 
strength of labor and management institutions, the 
increasing debility of corporate ownership, and the 
continuance of high taxes, the noncontributory plan 
seems likely to continue to increase. 


LUMP-SUM RETIREMENT SETTLEMENT 

Instead of a periodic pension, the payment of a 
lump sum upon retirement is another tax-induced 
device, since lump-sum payments are given capital 
gains tax treatment. Such settlements tend to un- 
dermine the pension idea and the underlying ra- 
tionales for the favorable tax treatment of pensions 
and capital gains. 


CHANGES IN SOCIAL SECURITY LAWS 

Changes in social security laws and increases in 
union-negotiated pension plans have in many cases 
resulted in those employees that make less than, 
say, $5,000 a year receiving a much higher ratio of 
retirement benefits to income than executives re- 
ceive. This means that the negotiated and non- 
negotiated plans need to be revised to a more equit- 
able relative basis. 


DISABILITY 
There appears to be some increase in the pro- 
vision of disability benefits in pension plans in the 
form of early retirement benefits. In this connec- 
tion the introduction of disability benefits into 
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pension plans presents a foreign element which is 
difficult to fund and to police. Disability is hard to 
determine and define; its meaning is often vague 
and subject to abuse or misunderstanding. Even 
though the disability be established definitely, the 
pension plan is not organized to provide continuing 
surveillance over the disabled retiree. He may be 
away in Florida actively in business competing with 
his employer’s products while being subsidized by 
the pension payments. Furthermore, it was evi- 
dent in the 1930’s that claims for total disability 
benefits were often based upon changed economic 
conditions rather than disability due to ill health. 
What is to keep employees who see a stormy period 
ahead for the company, for example, from unwrap- 
ping ulcers, heart murmurs, or other illnesses? 

The disability benefits probably should be funded 
through a health insurance contract rather than be 
included in the pension plan. In this manner the 
employer has a definite known maximum cost. More- 
over, the benefit can be provided for whom he wants, 
while the risk and the claim settlement problem is 
transferred to the insurer. From the viewpoint of 
the employee there would be much greater assurance 
of fair and impartial treatment if the claim were 
settled by the insurer. Even if the employer did not 
wish to handle disability through an insurance car- 
rier, greater flexibility and lower fixed costs would 
be possible if the disability benefit were discretion- 
ary with the employer and not part of the formal 
pension plan. 


DEATH BENEFIT 

Many pension plans include death benefits. The 
addition of death benefits to the pension plan intro- 
duces in many cases an unknown element of cost; 
it makes the amount which should be costed into 
current production highly conjectural, an amount 
which is perhaps either too high or too low. This 
mortality risk can be transferred economically to a 
group insurer for a small definite cost. For the em- 
ployee the insurance of this risk has the added ad- 
vantages of waiver of premium, settlement options, 
convertibility, and flexible beneficiary arrange- 
ments. 


INFLATION 
Inflation is a topic almost as popular as the 
weather. There are several methods by which the 
inflation burden can be removed from retirees. 


Informal Approaches 
Three of the methods could hardly be called part 
of the pension approach to the inflation problem. 


Retain, do not retire the worker. The worker 
may be kept on the job at wages rather than re- 
tired on pension. However, this does not eliminate 
the older, less-productive employee, and the morale 
of the younger employees will suffer because of a 
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lack of opportunity to move up into the positions 
held by the older employees. 

Retire employee so he may find work elsewhere. 
This second and even less-acceptable approach is 
really not a pension approach to the inflation prob- 
lem at all. It is extremely unlikely that the average 
retiree will be able to secure employment. 

The company may supplement the pension as a 
current budget item. This procedure is unsatisfac- 
tory in that it is not guaranteed, and it charges the 
cost to the wrong production period. The company 
may well find that it cannot put this cost into its 
product price and still compete with firms that pre- 
funded this liability. Furthermore, current budget 
financing, in addition to involving poor accounting 
theory, loses all the tax advantages of prefunding. 


Formal Approaches 

Final average benefit formula. The formal pen- 
sion approach to the inflation problem has been pri- 
marily to determine the pension benefit on the basis 
of the pay of the last five or ten years before retire- 
ment. These final wages will reflect inflation up to 
the time of retirement, but they give no protection 
against inflation occurring after retirement. The 
system of a final average benefit formula, moreover, 
makes it impossible to fund the pension definitely 
over the working period. It places an unknowable 
inflation risk on the employer. Final average bene- 
fit plans could require such high amounts of ter- 
minal or near-terminal funding as to destroy either 
the plan or the firm. Certainly the providers of 
capital should consider whether the pension plan 
has this open-end blank check. It is questionable if 
the inflation risk should be borne by the employer 
since it is a sociopolitical hazard which is as 
much, if not more so, in the control of the worker 
as of the firm. 

Cost-of-living adjustment. As was_ indicated 
above, the final average benefit formula does not 
provide for the inflation that occurs after retire- 
ment. There is some trend to adjust the retirement 
pension to changes that occur in the cost-of-living 
index after the worker has retired. National Air- 
lines was one of the first companies to introduce this 
plan. Like the final average plan, the cost-of-living 
adjustment concept places a nonconjectural cost on 
the company. Furthermore, the index used has been 
that derived by the Bureau of Labor Statistics and 
is based upon the cost of those items purchased by 
workers’ families. It is unrealistic to use the same 
index for adjusting the pension of persons whose 
demands are for different items. (From an eco- 
nomic viewpoint, we might also ask if all of the 
above methods of meeting the inflation problem do 
not, in turn, cause more inflation.) 

Variable annuity. A third formal method of 
meeting the inflation hazard is called the variable 
annuity. This increasingly popular approach credits 
the employee annually with a pension unit which 
represents an underlying investment in stocks. The 


THE ATLANTA ECONOMIC REVIEW 











investment income purchases additional units. To 
find the number of units payable to the retiree for 
the rest of his life, the total number of units to his 
credit is divided by the present value, at his retire- 
ment age, of 1 per annum. Naturally, to the extent 
the units have increased (or decreased) in value up 
to the retirement date, he receives an increased (or 
decreased) amount. To the extent that these annuity 
units continue to increase in value while he is re- 
tired, since he receives so many units each month, 
he would continue to receive an increasing pension. 

The variable annuity technique is based on the 
premise that the stock values in the investment 
fund will vary inversely with the purchasing power 
of the dollar. One might logically challenge the va- 
lidity of this premise. From an accounting view- 
point, as an inflation hedging system it appears 
superior to both the final average and the cost-of- 
living adjustment in the formal pension-plan. The 
cost to the employer can definitely be funded each 
year over the employee’s working period. There are 
no unknown or hidden future costs to the employer 
except the mortality risk that the retiree may live 
longer than the life expectancy of, say, 190 months. 
Since insurance companies are now preparing to 
sell variable annuities, even the mortality risk can 
be transferred. 


INSURED OR SELF-ADMINISTERED FUNDING 

There are continuing developments which affect 
the choice of the insurance company or a trustee 
as the funding agency. The Life Insurance Company 
Income Tax Act of 1959 removes from the com- 
panies’ tax bases the earnings on reserves held for 
qualified pensions and profit-sharing funds. This 
will enable the insured plans to compete on equal 
tax terms with the self-administered plans. As a 
result of the removal of the competitive disadvan- 
tage of insured plans, rates on group annuities have 
been reduced as much as 10 to 15 per cent. On 
annuity benefits which have already been pur- 
chased, this new law will make larger dividends 
possible. 

Another trend in the insurance area is the move- 
ment to the insured variable life annuity. This will 
permit equity funding during the pay-in phase in 
addition to providing variable benefits after retire- 
ment. Such annuities may now be sold only in Ala- 
bama, Arkansas, the District of Columbia, Ken- 
tucky, New Jersey, New Mexico, North Dakota, and 
West Virginia. 


MISCELLANEOUS NEW DEVELOPMENTS 
Another development in the insured pension area 
is what is known as the “new-money” approach. 
Other things being equal, a quarter of the percent- 
age point difference in the interest rate on pension 
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reserves, over the life of the plan, will make a cost 
difference of six to seven per cent. The traditional 
insurance company approach has been to credit 
funds received with the average over-all earnings 
of the company. The newer “new-money” approach 
is for the insurance company to credit pension 
money received today with today’s high interest 
rates, instead of crediting such money with the aver- 
age rates of the company’s portfolio. It achieves 
greater equity among the annuity contract holders 
and currently provides the insurance company with 
a powerful competitive tool. 


Another new insurance company development is 
permitting the employer to decide whether he wishes 
his pension funds credited with the investment ex- 
perience of the bond portfolio, the mortgage port- 
folio, or the common stock portfolio. Under tradi- 
tional procedures, pension funds held by the insur- 
ance company are credited with their prorata share 
of the investment experience of these three port- 
folios combined. Under newer procedure the em- 
ployer may decide that the pension plan should 
share in the investment experience of the common 
stock portfolio alone—or in the experience of any 
of the three portfolios in the particular proportions 
he might choose. This procedure proportions the 
results by type of assets based on the employer’s 
choice of investment policy, whereas the “new- 
money” plan proportions the investment results 
chronologically. 


“Special funding,” a procedure developed in in- 
surance companies and a close parallel to “self- 
administered” plans, is another innovation in pen- 
sion account asset management. This method would 
enable the insurance company to hold distinct ac- 
counts for each pension plan, each of which would 
be separate from the insurance company’s other as- 
sets. The relationship would be analogous to that 
of a bank’s trust accounts to the bank’s general 
assets available for depositors. In short, the in- 
surance company would then have trustee powers. 
Today, Connecticut is the only state which has en: 
acted favorable legislation in this regard. 


A development, external to the industry, that 
may well foreshadow an increase in interest in 
insurance as a pension-funding agency is the high 
rate of interest on bonds. This bond yield is con- 
siderably higher than the current dividend yield on 
common stocks. 


Also external to the industry, but of considerable 
importance in the decision of the employer in choos- 
ing between the insured or self-administered plans, 
is the continuing development of medical science. In 
view of the progress of pharmaceutical research it 
is not unlikely that science may find a means of 
drastically extending the human life span. The in- 
sured plan relieves the employer of the tremendous 
cost which such an extension would impose on the 
self-administered plan, which would, of course, re- 
main liable for unknown costs in this regard. 








GOVERNMENT'S 


Roger Klein 
and 
Glenn M. Hogan 


ROLE IN HEALTH CARE 


It is said that our scientific and technica] ability 
to treat, prevent, and cure disease has outstripped 
the ability of the average citizen to pay. It is also 
often said that our senior citizens (older people) 
especially cannot afford the price of health care 
now available. This is held to be a particular abom- 
ination, for illness strikes more frequently and 
seriously at old people. Certainly there are limits to 
what we can afford, but costs are not the real prob- 
lem. There will continue to be temporary disloca- 
tions in the distribution of health services. Such 
dislocations are inherent in the process of intro- 
ducing any new product. It just takes a while for 
the process to shake itself out. 

If it is true that old people’s relative ability to 
purchase health care has declined, this is in large 
measure due to the creeping inflation of the last 
few decades, which in turn has been largely due to 
creeping government. A cynic might observe that 
the growing ranks of older people have attracted 
the eyes of public officials who want to present 
gifts the older people themselves have paid for. 
What they receive from government and public 
officials will have been paid for in taxes, inflation, 
and depreciation of savings and investments. 

Arguments that the achievement and mainte- 
nance of good health are of positive economic bene- 
fit are perfectly valid. Man-hours saved and man- 
hours made more productive and happier are a boon 
not only to the individual but to society as a whole! 
The control or eradication of pockets of disease is 
desirable not only to help the unfortunate afflicted 
but to eliminate the vector of possible spread. How- 
ever, these basic tenets of our aspirations in the 
health field should not muddle our thinking as to 
costs and distribution of services. 


The Lag in Distribution of Health Services 
The standard of health care universally available 
in this country today is one that was literally not 
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available to anyone in the whole world twenty years 
ago—not because individuals couldn’t pay for it, but 
because it didn’t exist. As innovations in medicine 
occurred, they were introduced and disseminated 
as their safety and efficacy was assured, and their 
unit costs were lowered. 


Our affluent society with its enormous produc- 
tive capacity, growing distribution systems, and 
high technologies, all reflected in the highest gross 
national product and highest personal income in 
history, should enable us to provide services for all 
people. Of course, the latest discoveries of medical 
science and technology can’t be afforded by every- 
one, but their unavailability is founded in the lag 
in distribution of services, facilities, trained per- 
sonnel, knowledge as to what is available, and tech- 
niques of administration and organization. This lag, 
plus the effects of inflation, does cause hardship for 
certain groups, notably old people, in obtaining the 
fruits of our progress. However, those in the health 
field appreciate that most proposals for govern- 
ment intervention would merely treat the symptoms 
and not the causes. 


The Need for an Informed Public 


The underlying problem of the health field, as is 
that of practically all other social areas, is one of 
general public education or its lack. One can believe 
firmly in the salutary effects of alcoholic bever- 
ages, cigarettes, cosmetics, supermarket vitamins, 
and tailfins and yet deplore the fact that we spend 
many times our total health bill for them. One can 
regret the high cost of health care and still recog- 
nize that the major portion of that cost goes for 
nostrums, patent remedies, fringe practitioners of 
healing arts, and placebos. 


To the extent that certain of these expenditures 
are psychologically supportive they are partially 
justified, but to the extent that they drain support 
from better therapies or do actual harm they are 
execrable, The ultimate answer lies, of course, with 
a better informed public. The public, only recently 
experiencing a large disposable income, is not in- 
formed as to how to spend wisely on health care 
and preventive medicine. It is certainly the respon- 
sibility of government, medicine, and health and 
community leaders to attempt to inform the public. 
Merely to propose attractive political gifts avoids 
the issue and aggravates the basic problems. 


GOVERNMENT IN HEALTH CARE 


Our gross national product and our tax rates are 
high enough that the nation can probably afford 
to provide large groups of services “free,” espe- 
cially if we continue to indulge in “forced-draft” in- 
flation, depreciating our saved capital, and trans- 
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mitting a growing debt to posterity. The “giving 
away” of health services is a particularly attractive 
piece of political candy. It provides a gift for large 
numbers who may vote their gratitude and penalizes 
relatively small groups which are not politically 
oriented or potent. Certainly, provisions should be 
made for cases that are not approachable by other 
means and cases for which the lag in distribution 
persists. Today, one sixth of the population receives 
health services under government aegis in one form 
or another. Many other services are provided to par- 
ticular groups or regions for adequate reasons. To 
pretend, however, that, because the provision of 
some services is good, all would be better, is inane. 
The eagerness to cure a symptom must not mask the 
basic problems. 


It sounds wonderful, and especially so in election 
years, to say that a government system is the an- 
swer to health services problems, but even govern- 
ment must solve problems. In the complex modern 
industrial society there are problems that are not 
simple, and most people simply do not have the data 
or the background of information to understand 
them. Solutions are not made easier or cheaper by 
the intervention of government. Government, by 
reason of its size and nature, is an appropriate me- 
chanism for some activities but not for others. Once 
this point is recognized, it is possible to examine 
the situation and determine which activities are 
best performed by government, supervised by gov- 
ernment, supported or encouraged by government, 
or best left to other vehicles. 


The particular form of collectivism of having gov- 
ernment provide health services would have little 
effect on the lowering of unit costs and the distribu- 
tion of health services. In fact, these processes 
would probably be retarded, as the allocation of re- 
sources would be fixed into patterns that would 
become quickly obsolete; the amount of personal 
income disposable by discretion would be reduced; 
and the individual would be left with that much 
less to shift to new or different items that he 
might wish to purchase. But “forced-draft” econo- 
mists argue, and plausibly, that this is relatively 
unimportant if gross national product and personal 
income are continually rising. In fact, if such is the 
case it is almost necessary that government provide 
for certain groups, such as older people, for normal 
savings and investments of one decade will be in- 
adequate in the following. This is a social and polit- 
ical issue which, having been noted, should be put 
in proper perspective. 


If and when government provisions are made, 
they should be made in a manner that helps and 
doesn’t hinder. Most of the numerous proposals for 
improving and controlling costs of health services 
are relatively superficial: stopgap measures or 
responses of political expediency, which, while al- 
leviating cost pressure on particular groups, would 
eventually increase the total health bill without 
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affecting unit costs or improving distribution ex- 
cept for momentarily favored groups. Surely, cer- 
tain groups do merit special treatment, but pro- 
posals should be compatible with solving the long- 
run basic distributive and cost problems. Aid or 
subsidies, when given, should be in forms which pre- 
serve and stimulate flexibility, responsibility, and 
growth. They should not be in forms which over- 
define or hem in the definition and development of 
services. 


Dangers of Governmental Participation 

There is the danger of reducing the discretion of 
individuals in the disposal of their own resources. 
The distributive miracle achieved by the American 
economy has been to reduce the unit costs of items 
and services in interaction with a broadcast dis- 
tribution, at the same time leaving to individuals 
broad choice as to their personal acquisitions, The 
relation of this point to the provision of health serv- 
ices is a rather subtle one in that this is a field in 
which the individual is not prepared to exercise a 
wise choice, because he does not have the necessary 
information. Selective choices must be made for him 
by professionals and by systems.! So long as his 
choices are governed by his financial ability and 
the advice of professionals, he is influenced to use 
discretion. Hurriedly-introduced health systems in 
other countries have sadly demonstrated the results 
of the removal of these governors, and have re- 
quired the later restriction of at first indiscrimi- 
nately available services. 

The schemes proposed in this country by those 
outside the health field have been largely translated 
from other countries, particularly Western Europe, 
the only world area at all comparable to the United 
States. Almost invariably these schemes fail to rec- 
ognize the important economic, technological, social, 
political, and cultural differences between the 
United States and the country of origin. Significant 
differences are apparent in geographic and popula- 
tion size, cultural homogeneity, economic level, 
health level, income and capital distribution, and a 
multitude of other factors, any one of which would 
indicate that schemes used in those countries would 
not be suited to the United States. These remarks 
are not a condemnation of plans to make health 
services more widely available but a plea that we 
have the. wisdom and pride to make our plans in 
this area as unique and advanced as are our works 
in other areas. 


There is the danger of penalizing numerically 


small but vital groups of professional providers of 
health services. The issue of the penalizing of 





1 This is not to signify that health services should be limited because 
people don’t know what is good for them, but two implications may be 
derived: (1) only with professional counsel can the patient decide what is 
good for him, and (2) the mere broadcast distribution of a service to re- 
duce its unit cost and make it widely available doesn’t make it good. The 
resources—money, educated people, facilities, etc.—that it costs may be 
spent better elsewhere. 


8 


groups, in this case health field professionals, is 
often not clearly seen. Progress in health services 
in this country has been due to a relatively small 
band of highly capable and dedicated professionals 
in basic sciences, medicine, nursing, and the newer 
health professions. That they are able cannot be 
questioned—we have the best health services in the 
world. That they are dedicated cannot be questioned 
—their devotion and charity is daily demonstrated. 
They are not in the health field for personal ag- 
grandizement but for personal satisfaction, and they 
have been allowed to allocate their personal and 
other resources according to their best professional 
judgments. However, if the penalties imposed are 
too great, there are other fields to which our young 
people can turn for satisfaction. The health field is 
one in which bright people are needed—the average 
simply isn’t good enough. 

There is the danger of arranging the allocation 
of resources in such a way as to stifle innovation 
and progress. The risk of fixing an obsolescing pat- 
tern of resource allocation is, of course, not confined 
to schemes or plans which involve government 
participation. It is an ever-present peril, one which 
at any time accounts for a large percentage of cur- 
rent dislocations. In resource allocation, a repre- 
sentative and dynamic government could be the 
agency for stimulating change, growth, and flexi- 
bility in others; but the adverse possibility is a 
danger in proposals as well as a fact in the present 
health system. Once a pattern is set, there is 
enormous reluctance to change it in any way— 
party because it is familiar and comfortable and 
partly because of fear of unknowable results of 
change. This tenacity of patterns is emphasized to 
point out that the nature of government is best 
suited to certain functions: certainly representation, 
certainly supervision and regulation, and certainly 
the redistribution of resources and the provision of 
basic items not otherwise available. 


Fields of Recognized Government Intervention 
Government does have proper functions in health 
areas. It has immediate responsibility for certain 
categories of its own personnel because of limited 
size and specialized nature. Government has respon- 
sibility for supervision and regulation. It has un- 
dertaken to redistribute resources to _ selected 
groups, those especially hard hit or without other 
recourse, e.g., the mentally ill, dependent children, 
but it has usualiy refrained from providing services 
except for what may be termed “background public 
health services” of a nonpersonal nature, e.g., food 
and water inspection, epidemiologic control, etc. 


Personal Health Services—Nonintervention 


Government usually has not undertaken the defi- 
nition or rendering of personal services. Such serv- 
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ices are relatively nonstandard items; they are 
almost constantly changing; and the system which 
presents services to people must be kept flexible and 
responsive. Only by being sensitive to quick and 
subtle changes can it be adequate for the needs of 
the evolving medical scene and the unique needs 
of individuals. 


The Lack of Adequate Indigent Care 

Many in the health field find it alarming but per- 
haps typical that politically attractive proposals are 
usually directed toward the less urgent needs. The 
greater needs are less easily seen and don’t vote as 
frequently. The public officials who are now so 
anxious to “do something” for older people have 
notoriously neglected to do much at all about pro- 
viding for an adequate financial base for the care 
of the indigent ill generally. Most of our indigent 
care programs are “patchwork,” finally dependent 
largely on erratic charitable support. Charity, 
though needed, is not a sound financial base for the 
operation of the nation’s fifth largest enterprise. 
The structure of our health services must be based 
on a stable indigent care program that includes all 
categories. 


THE HIGH COSTS OF HEALTH SERVICES 


Education and Research 

Hospital costs, often cited as being high, include 
payments for the most complex activities yet de- 
vised by man, for standby services as vital as police 
and fire protection, for research, for an educational 
program equal to that of many universities and 
public school systems. 

The health field is unique in bearing a major part 
of the educational expenses involved in preparing 
people for the field. A generation or so ago, research 
and educational costs were relatively small. Today, 
health care specialties, technologies, and professions 
have necessarily so proliferated and become so com- 
plex that their educational burdens are truly awe- 
some. Once, much of the educational expense was 
recovered, or compensated for, by the work con- 
tribution of students. Today the educational pro- 
grams are so rigorous that, far from the students 
making a contribution, they are a major expense 
item.2 Another dimension is indicated by the ex- 
tensive programs of graduate and postgraduate edu- 
cation in depth for the necessary further training 
and specialization of individuals in each of these 
groups. A true picture of hospital and health serv- 
ice costs can be achieved only by allocating the 





2 Physicians, nurses, dietitians, medical librarians, social workers, 
x-ray technologists, laboratory technicians of several categories, and 
auxiliary nursing personnel are but a partial listing of those involved. 
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proper portion of those educational] expenses to the 
community public education system, though hos- 
pitals and health service sites must continue as 
the location of the educational effort. This is an 
aggravated instance of a symptom being mistaken 
for the disease. 


Rigidities of Government Programs 

The extreme rigidities of government and gov- 
ernmental programs cause hospitals and others 
rendering care to employ antiquated systems and 
methods. Admittedly, blame in this regard also falls 
to hospitals, physicians, and others in the com- 
munity, but basic is the problem of the commu- 
nity’s responsibility for its indigent ill, young and 
old, present programs for which are inflexible and 
rigid, forcing hospitals and other health facilities 
to raise charges to those who pay their own way. 
The resulting “patchwork” not only is inequitable 
but has obscured the effectiveness of such pro- 
grams as Blue Cross and Blue Shield. 


Poor Distribution of Services 

Overconcentration and duplication of personne] is 
a serious problem, has a major effect on the cost 
of health services, and it also, not surprisingly, is 
largely a result of government failure to implement 
adequate indigent care programs. By removing the 
necessity for health resources to be located where 
there are large aggregates of financially-able pa- 
tients, uniform government policies for indigent 
care, executed at the state level with local partici- 
pation and coordinated nationally, would do much 
to relieve the present overconcentration of services 
and personnel, reducing waste and misdirected 
effort. Importantly, this would also tend to 
strengthen the uniquely American advantages in- 
herent in the private practice of medicine and vol- 
untary hospitals. 

Our “patchwork” answer to overconcentration of 
health services in the able-to-pay areas has been the 
brick-and-mortar approach, the construction of 
numerous health facilities and their dispersion to 
all areas. The result is still more-expensive health 
care because of plant duplication, and often unneces- 
sary duplication of the very expensive physical or 
organizational units for unusual therapies. 

Proper planning of size and location of hospital 


. facilities has an important bearing on the ultimate 


cost of services to the public as well as on the qual- 
ity of health or medical care available to the public. 
There is a minimum size’ hospital which can sup- 
port an adequate staff, central services, and com- 
munity services. Units that are too small so disperse 





3 There are no constant “bench marks” regarding size of plant neces- 
sary to achieve efficiency and offer an adequate quality of service, but 
the spectrum of health services is now so broad that persistence of many 
small hospitals acts as a deterrent to the establishment and support of 
adequate, integrated units. 
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the “patient market” as to lower the efficiency of 
properly planned units. This is not an advocacy of 
great size but merely recognition that there is a 
minimum size of plant for both economy and quality 
of care. We finally yielded to common sense and 
economy in a program of public school consolidation. 
Through a wider supporting base, “consolidated” 
schools can now offer the broadest curriculum that 
our young people have ever had. Can this lesson not 
be applied in the planning of health facilities in our 
respective areas? It seems foolish and wasteful to 
do otherwise. 


THE NEED FOR RESEARCH 


Research is a much needed activity—research to 
maintain the gains that have been made, to diffuse 
the best practices, and to continue the progress; 
research in the basic sciences, clinical medicine it- 
self, the techniques of health service education 
and research in the organization, distribution, and 
administration of health services. 


THE NEED FOR IMPROVEMENT IN HEALTH PROGRAMS 


No attempt is made to exonerate the health 
field from its share of responsibility for the cur- 
rent, confused situation. It is true that the health 
field has been without much public attention until 
recently; it has been dependent on charitable 
largesse and has often been the captive of extremely 
conservative community elements; and it has fallen 
prey to love of trivia and tradition. It has become a 
bit hidebound. It has clung to habits, traditions, and 
systems that are outmoded. 

We need to re-sort, redefine, and repackage the 
units of health care. Just as many treatments of 
past generations are now obsolete, so are many 
of the organizational and distributive techniques 
that are still employed. Despite the development of 
the science and practice of medicine and the evolu- 
tion of its many supporting technologies and pro- 
fessions, there is considerable resistance to parallel 
innovation in the areas of health care organization 
and cost control. In part this is justified, for the 
pace of growth and change must be reasonable, but 
change and grow we must. 

It is probably reasonable to assert that the need 
is not for radical new programs but for the ex- 
tension and deepening of existing programs of 
health service. There are periodic, dramatic drives 
for many groups: the mentally ill, the tubercular, 
the chronically ill, dependent children, and those 
afflicted by exotic and catastrophic ailments. This is 
proper when the objective is to emphasize or to 
raise to a minimum standard, but you can’t “run a 
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railroad” that way all the time. We need, instead, 
recognition of a few basic problems and attention 
to a few basic principles. 


COMMUNITY PLANNING FOR SOLVING BASIC PROBLEMS 


Insufficient use has been made of planning and 
communicating agencies which can bring together 
the thought and needs of all concerned with health 
problems. Metropolitan areas, certainly, and prob- 
ably “trading areas,” need planning mechanisms 
through which cooperative action can be taken by 
the medical community, hospitals, chambers of 
commerce, industrial groups, and religious, social, 
and welfare organizations. 

Costs can be controlled only by attacking basic 
problems. Service should be made available to 
groups that cannot now afford it, e.g., old people and 
other economic minorities, but it must be done in 
ways that will not aggravate the basic problems. 
Health systems need rearrangement in order to use 
more effectively our great resources, to preserve 
the social and technical virtues of the private prac- 
tice of medicine and the voluntary hospital system, 
while better distributing our high level of care. 
There is need for adequate sorting and recogni- 
tion of costs, allocation of costs to their proper sites, 
then the planning of better organization of care 
distribution. Currently, we simply do not have the 
understanding or the data. An adequate, stable gov- 
ernment program for care of the indigent ill, with 
provision for payment to hospitals and physicians 
of choice, is the first step in solving most other 
problems. With such a program and with adequate 
community planning agencies, the professional and 
community groups concerned will be able to take 
practical action. Until these things are done, we 
are merely holding the dike. 


SUMMARY 


Health problems are too complex to solve by 
expedient political or legislative action. They re- 
quire the best attentions and intentions of govern- 
ment, but with the informed help of many com- 
munity groups. A broadly-based indigent care pro- 
gram is needed, one that includes all hospitals 
and the entire medical community without excep- 
tion. There is need for a realistic recognition of 
costs and their proper allocation; support for the 
educational] burden and research programs of health 
agencies; and effective planning and coordinating 
agencies for health services. These needs must be 
met if medicine is to progress as far in developing 
new care systems as it has in the creation of new 
therapies. 
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5 * Because of the increasing interest of businessmen and others in the writing of business histories, their 
recognition as valuable documents for sound policy and decision making, and their contribution to the 
nation’s culture, the Atlanta Economic Review begins a series of articles concerning this relatively new 
field—the business history. Dr. Traxler of Emory University begins the series. Other contributors will 
be Professors A. K. Steigerwalt, University of Michigan; Jack Blicksilver, Georgia State College of Busi- 
ness Administration; Frederick W. Kohlmeyer, University of Illinois; C. Clyde Jones, Kansas State Uni- 
versity; and George S. Gibb, Harvard. 


THE BUSINESS HISTORY 


|. Definition and Origin of Business History 


Ralph N. Traxler, Jr. 
THE PURPOSE OF A BUSINESS HISTORY 


Business history is the study of the evolution of 
> & business policy. More specifically, the goal of busi- 
ness history is to trace the development of those 
phases of management, finance, sales, and produc- 
tion that have helped shape policy in the firm. Since 
this is a most complex aim, the results of many 
business history research ventures have been dis- 
appointing both in fulfilling the goal and in the 
quality of the finished products. A good business 
history must do more than report; it must evaluate 
evidence and draw conclusions. So, added to the 
complicated task of the scholar is the need for a 
critical analysis of business judgments. 

What use is business history to the businessman? 
When did an interest in business history start? 
Who have been most active in writing business 
histories? What are the problems in attaining the 
educational goals of business history? And what is 
the future of business history? An attempt to an- 
swer these questions may give a better understand- 
ing of the place of business history in the business 
environment. 

The examination of the evolution of business has 
been more and more important with the passing 
years because business is becoming in every way a 
more integral part of our society and is involved 
in our social and political lives as much as in our 
economic lives. An understanding of past policy 
: a may help to set a precedent for future decisions. 

But above all it should be understood that the for- 
mulation of policy is basically an historical process. 
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Therefore, the work of the business historian is 
thought of as a highly pragmatic contribution. Un- 
fortunately, too few organization executives have 
either an understanding of the historical method 
or a desire to acquire such an understanding. It 
becomes difficult to convince the average executive 
officer of any value in history because history is 
classically an academic subject—an art form with 
no “practical” application. What such critics for- 
get is that history is more than a process of acquir- 
ing a knowledge of the past. History keeps alive our 
cultural heritage and helps to sustain a cultural 
perspective. 


THE BUSINESS HISTORY—SEPARATE FROM 
ECONOMIC HISTORY 


Business history is closely akin to economic his- 
tory. In fact the discipline officially goes back to 
1927 when the economic historian N. S. B. Gras, 
of the University of Minnesota, went to the Harvard 
Graduate School of Business as the Straus Pro- 
fessor of Business History. Many years before Gras 
arrived at Harvard, he and others had begun to 
investigate the contribution of business institutions 
to our economy rather than spending full time with 
the study of the economy as a whole—the tradi- 
tional chore of the economic historian. By the time 
Gras was invited to Harvard it was obvious that 
the study of the firm was creating a whole new field 
in the social sciences. Even by 1927 the tools of the 
business historian were not defined, but the struc- 
ture on which the historian was to work was taking 
a different shape from that of the traditional eco- 
nomic historian. For thirty years Gras and his as- 
sociates at Harvard were involved in defining the 
structure and meaning of business history and 
searching for methods to make clear the complex 
job of the historian of the firm. 


The launching of any new field of investigation 
is a most painful one. The study of the firm has 
created a whole new set of scholarly decisions never 
encountered by the economic historian. Too often 
the firm was examined only in light of its own evo- 
lution, ignoring its social, economic, and cultural 
contributions. So the new business historians had 
to wrestle with these interrelated factors plus the 
technical factors of policy growth in the areas of 
finance, production, marketing, and administration. 

One of the best rationales for a study of business 
history is taken from a course introduction sheet 
given to students at Northwestern University. “It 
is the primary objective of Business History A... 
to infuse sufficient insight into each individual so 
that he can make and carry out such choices as may 
be most relevant to his own situation and to society 
about him. .. .” The complex task of the business- 
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man today will require that he be prepared to un- 
derstand the interrelationships of society and busi- 
ness. The study of business is designed to help in- 
crease the confidence of the student in dealing with 
the problems of the firm. One of the most important 
tools that can be put into the hands of the business- 
man is confidence. From such confidence should 
come “enlightened judgment,” and judgment will 
be one of the most vital characteristics of the busi- 
nessman’s professional life. 

Many large firms—and some not so large—have 
commissioned histories. These have served several 
purposes besides the pure search for knowledge. 
There is always a certain public relations prestige 
involved in having a history of the firm. The infor- 
mation in such a history is valuable in training ex- 
ecutives. Policy decisions can be made based on an 
understanding of historical precedents. But it is a 
mistake to suppose that a business history will an- 
swer a management problem solely by drawing on the 
lessons of the past. A real business history is much 
more than a chronicling of the past facts about the 
firm. It assumes that the corporate unit is part of 
the community and examines the firm and its ad- 
ministrators from the standpoint of attitudes and 
philosophies of the personalities involved. Here busi- 
ness history is akin to economic history because it 
must put the company in the “big picture” of the 
economic life of the social unit. 

Since economic history is a study of the realistic 
problems of our economic systems, historians must 
live in a very real world. When Professor Gras be- 
gan to create a special area of study concerning the 
history of policy and general management, he faced 
an even more “real”? world than the pure economic 
historian. He found that the study of the history 
of the firm could best be undertaken by the case 
method and so initiated this approach in his history 
courses. In speaking of the contribution of N. S. B. 
Gras, Professor Henrietta Larson, a member of 
Professor Gras’ faculty, has pointed out that no 
creative work is wholly original.! Therefore, busi- 
ness history was based on a strong foundation of 
economic history and the history of economic 
thought. This was the key by which Professor Gras 
began his early investigations. A mere recital of 
facts is not a contribution in itself. Only when the 
business historian thinks in terms of the firm as a 
part of something much bigger can the study really 
be called business history. 


THE DEVELOPMENT OF THE BUSINESS HISTORY 


What were the origins of business history? This 
is not an easy question to answer because the prob- 





1 Henrietta M. Larson, Guide to Business History (Harvard Uni- 
versity Press, 1948), p. 7. 
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lem cannot be solved simply by determining from 
what school of economics business history evolved. 
The classical school of economics, founded by Adam 
Smith, was the first system which concerned itself 
with economics as a secular thing. But the classical 
economists were not interested in the businessman 
apart from merely admitting his growing status as 
a person of significance. The group of economists 
evolving from the classical school were becoming 
more concerned with production of goods and serv- 
ices and the establishment of business policy. But 
the business administrator and his governing of 
the functions of business were almost completely 
ignored. 


Early Denouncement of the Business Administrator 

Karl Marx’s special attention to the capitalist 
created a new field of interest in the institutional 
aspects of business, and he thereby focused on the 
place of the business administrator in the economic 
community. The socialist reformer types evolving 
from the Marx influence continued to direct atten- 
tion to the businessman. Scholars like Thorstein 
Veblen carried on the attack against the business- 
man in such an aggressive manner that many be- 
lieved in the growing myth of the “big bad business- 
man.” But from these continued onslaughts against 
the economic system came a new interest in the busi- 
ness administrator. The attacks on the business 
institution became the atmosphere in which the 
examinations of businessmen’s methods were first 
made—and even if strongly biased, they at least 
broke the ice. 

There was no objectivity in the Marx and Veblen 
approach. Business was a great evil that must some- 
how—by extreme measures if necessary—be forced 
to become the servant of men and not the enslaver 
of men. And for years little good could be said about 
business institutions and their administrators. By 
the beginning of the twentieth century, the direct 
assault against business had been launched by the 
“muckraker” school, a group dedicated to destroy- 
ing not only the image of any business contribution 
but so organizing their attack as to bring the forces 
of government in line against business and its ad- 
ministrators. Ida Tarbell’s The History of the Stand- 
ard Oil Company was an assault aimed at the evil 
of bigness. The first business historians followed 
this pattern of open and aggressive attack. Within 
the first years of the twentieth century, the busi- 
nessman had received attention but attention so 
negative that business and its administrators ap- 
peared as villains. 

Even though the only attention business history 
was receiving was derogatory, the firm was begin- 
ning to assume more importance in the economic 
life of the nation. Certainly the fact that interest in 
business had previously been low cannot be entirely 
blamed on ignorance. Until the twentieth century, 
business had not assumed a significant enough posi- 
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tion to attract the attention of scholars. Only the 
attackers of business and the few institutional his- 
torians (mainly in Germany and England) saw 
the importance of the business firm as an integral 
part of the economic community and worthy of 
serious study. 


Recognition of the Importance of the Business Firm 


George Unwin of England came nearest to being 
the first modern historian to understand the im- 
portance of research on the business firm. Unwin’s 
unique contribution to the creation of the field of 
business history developed because he had lived and 
worked in close relationship to an industrial com- 
munity. The attempt to trace the genesis of modern 
industrial organization in England appeared in his 
Industrial Organization in the Sixteenth and Seven- 
teenth Centuries. Unwin wrote this short book 
of 277 pages in 1904. While he was writing in Eng- 
land, Werner Sombart of Germany likewise made a 
contribution to the evolution of business history. 
He saw the businessman as a dynamic factor in 
economic life. Sombart’s The Quintessence of Mod- 
ern Capitalism dealt with the businessman as a 
unique type who made capitalism in its modern 
form a reality. Though failing to comment on a dis- 
cussion of all the forces of business history, Sombart 
started in a direction that indicated the growing 
importance of institutional history in the thinking 
of the early twentieth-century economic historian. 

In the United States during the nineteenth and 
twentieth centuries the attack on business seemed 
to be such a pleasant vogue that very little of sig- 
nificance was accomplished. However, between 1915 
and 1922 Professor Gras produced the English Corn 
Market and An Introduction to Economic History. 
These were primarily economic studies emphasizing 
evolutionary stages of history. But between 1918 
and 1927 he began to direct more of his attention 
to the functional problems of business. His pioneer 
studies of the market area of Minneapolis-St. Paul 
gave new insights into the working of the man and 
the unit in business.? 

Gras was becoming more perceptive of the 
changes occurring in business and economic life and 
especially of the strategic importance of the busi- 
nessman in the complex economic structure of mod- 
ern society. He was on the verge of producing the 
atmosphere of scientific objectivity that would en- 
able the scholar to think in terms of American busi- 
ness without viewing it as a monster. 

There is little doubt that Professor Gras and his 
associates at Harvard had a most profound effect 
on the social sciences by their contributions to 





2 Henrietta M. Larson, op. cit., p. 17. 
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formulating the field of business history. Their em- 
phasis was placed on the businessman and the func- 
tional units of the business. As this approach was 
accepted, it soon became evident that business his- 
tory was a field distinct from economic history. A 
clear definition of the meaning of business history 
was a complex task. It still is. Too often the busi- 
ness historian has been accused of being narrow in 
interests. This is an unfair charge. In the first place 
the business historian is primarily interested in the 
business man. This means that business history has 
had to occupy itself with a wide variety of subject 
matter. The social, intellectual, and political en- 
vironment of the organization is as important as 
the business decisions. And it has become obvious 
that business decisions are often dependent on the 
environmental factors—environment in a constant 
state of flux. The job of holding together all these 
complex factors makes the business historian’s job 
basically one of interdiscipline. 

Such scholars as Ralph Hidy (now the Straus 
Professor at Harvard), Henrietta Larson, Ralph 
Hower, and George Gibb have made many contri- 
butions to the field of business history. Their works 
have done much to shape and define the basic goals 
as established by Professor Gras. But they have 
not made the only contribution. A whole new inter- 
est in the business unit has taken the attention of 
a wide group of scholars as is evidenced by the first 
Business History Conference held at Harvard in 
November, 1958. Over seventy college professors 
and businessmen attended, and many sent their re- 
grets at being unable to attend. 


Business History in the Search for a Business 
Philosophy 

If business is a profession, the contribution of 
business history has helped make it professional by 
the search for a philosophy of business conduct. The 
historian has contributed, therefore, a philosophy 
of thought through the search for truth, and a phil- 
osophy is one of the “must” factors in the evolu- 
tion of a profession. Business history has widened 
its activities greatly in the last few years. Today 
many colleges are offering special courses in busi- 
ness history, and schools such as Northwestern and 
Michigan now employ in their Schools of Business 
full-time professors devoted to teaching and re- 
search in this field. Most professional historical as- 
sociations are now including a section in business 
history on the programs of their annual meetings. 
In November 1959, for instance, the Southern His- 
torical Society showed on its program for the first 
time a section in business history. 


Business History—A Part of the Nation’s Culture 
Library manuscript divisions are devoting more 

attention to the collection of business records, and 

many corporations have taken a new interest in 
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their own company records. Many firms have com- 
missioned historians to write their histories. These 
vary greatly in quality, but an increasing number 
are measuring up to high standards of scholarship. 
Thus, there is a meeting of the world of scholars 
and businessmen, where in the past there was noth- 
ing but bitter attacks and charges. Each is learning 
more from the other and the new spirit of working 
with each other has created an atmosphere of un- 
derstanding between the worlds of town and gown. 
Naturally the businessman still asks for solutions 
to problems. Only in a limited sense can history solve 
these problems. In time, of course, there will be a bet- 
ter understanding of the significance of business his- 
tory as a guide to policy making. By helping give 
better understanding of the relationship of the in- 
dividua] and the firm in the capitalistic system of 
today, business history is beginning to make its 
soundest contributions. 

No culture is “safe” unless it has an art and lit- 
erature. In a modern technical society the forsaking 
of the art form often seems to be the price of prog- 
ress. It would be unwise indeed if the contribution 
of the historian to literature were not fully credited. 
A bankrupt culture can be as serious as the failure 
of an economic system. This fact may be harder to 
accept in the immediate crisis of economic, social, 
and international changes. But the life of American 
business cannot sustain itself on profit alone. A 
better understanding of its goals and achievements 
will be as much a part of the future of the business 
as it is part of the heritage of a nation. Though hard 
to measure in terms of this contribution, the litera- 
ture of business as a cultural form should be given 
serious thought. 


THE EDUCATIONAL VALUE OF BUSINESS HISTORIES 


The educational value of business history should 
not be overlooked in the search for more pragmatic 
uses. The training of young business people certain- 
ly requires a good general knowledge of business 
and our culture. Part of higher education should 
always seek to broaden horizons. Herein is one of 
the main values of studying business history today. 
Also, such study should give the student, young or 
old, a better understanding of the evolution of busi- 
ness processes. Decision making requires a vast 
store of knowledge and even more important—a per- 
spective. Significant educational value is also de- 
rived from the art form of the literary contribu- 
tion. Many executives are finding time to examine 
carefully the literature of their fields and their 
culture. This is evidenced by an increasing number 
of books designed primarily for the businessman 
and the larger sales of the literary classics. In busi- 
ness history the executive is finding a new stimu- 
lation as insights as to how we got this way are 
developed. 
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Business History in School Curricula 


Courses being offered in business history today 
in increasing numbers throughout American col- 
leges and universities stress the importance of the 
beginning business student’s understanding the 
functions of society and how modern business plays 
an integral part in these functions. No better train- 
ing medium can be present than the business his- 
tory course for tracing the evolution of human 
judgment in a changing and dynamic society. If 
nothing else, the business history course has put 
the student on notice that he is studying to become 
part of a very real integrated social and economic 
system liberally laced with the complexity of human 
frailty. 

Business history is becoming a more important 
part of the school of business basic education plans 
throughout the United States. This is evidenced by 
the fact that newer economic history textbooks are 
beginning to take more interest in the business unit. 
Also, several scholars are in the process of discuss- 
ing what subjects a business history text should 
include, and some plans are already under way to 
produce such a book. Because there is still a need 
for a clear agreement as to the goals of this new 
field, the job of producing a text will remain com- 
plicated, and a good many versions will be on the 
market before any one “approach” is accepted. 


CURRENT DEVELOPMENTS IN BUSINESS HISTORY 
CONCEPTS 


That a clear academic definition of business his- 
tory has not been developed merely lends emphasis 
to the fact that there is still a good deal of work to 
do before this new field comes of age. But today 
some concepts are developing. In the first place 
business history is moving from the pure accumu- 
lation of fact about the business unit to a closer 
examination of the factors that shape business 
policy. Secondly, policy alone is not the whole story. 
The methods of decision making are starting to 
arouse more interest. Thirdly, administrative pro- 
cedures are being examined more critically by the 
historian of the firm. In this area alone the field 
of business history is uncovering new horizons in 
the examination of the business unit. These factors 
add depth to the work of the business historian. 
And as he recognizes the social and cultural in- 
fluence of the community on the firm, the field of 
business history will come of age. Its maturity will 
help provide a new business philosophy for the 
American company. 


SUMMARY 


The study of business history is establishing busi- 
ness as a cultural part of the community. For many 
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years the firm was examined only by the reformer. 
Then came the period of abstract impressions. The 
business community in both cases was thought of as 
something special and separate. Until only recently 
business activity was pictured by legend and fact 
as the place that satisfied the economic wants so 
that a person could enjoy the things that really 
counted. This attitude accounted for the poor stand- 
ards or purely vocational approach of many busi- 
ness schools. The business historian has contributed 
a great deal to changing this attitude. He has recog- 
nized the business unit as a part of our culture, not 
as just a by-product. He has emphasized the ever 
growing responsibility of the firm to the commu- 
nity. The new model business executive is a flexible 
generalist, reacting to his economic and social re- 
sponsibility as does any other professional man in 
the community. 

It is not enough just to define business history or 
discuss its origin. Business history has contributed, 
or helped to contribute, to a business philosophy. 
This fact is of tremendous significance because it 
indicates the real contribution of the historian. The 
businessman has accepted a social role, he has be- 
come interested in improving his abilities and set- 
ting standards. This means he is aiming at the 
standards of a professional. And very little of this 
could have been accomplished without an under- 
standing of the origins from which business evolved. 
If business history is pragmatic in helping set 
precedents for business policy discussions, if it is 
an art form as it helps define the business as a cul- 
tural unit of society, it is also a philosophic device. 
And, as a philosophic device, it may make its great- 
est contribution because it helps to try and answer: 
WHY? 
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U. S. SHARE OF THE WORLD MARKET 


The accompanying charts, taken from the article 
“Foreign Problems of the ’60’s” (January-February 
1960 issue of Business in Brief, issued bi-monthly 
by the Chase Manhattan Bank, New York), show 
the trend in the U. 8S. share of specific commodities 
in the world market. The article points out that dif- 
ficulties now facing the U. S. in the world market 
are due largely to the growing strength of our in- 
dustrial allies (rather than of the Soviet Union). 
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The changes in relative strength put the U. S. in a 
new relationship: the need for less aid to allied 
countries; but, at the same time, their possible con- 
centration on their own progress in industrial ex- 
pansion, which may necessitate an even more in- 
creasing role of leadership by the U. S. in maintain- 
ing allied cooperation — financial, economic, and 
military. 


BUT THE U.S. MARKET* SHARE 
HAS DECLINED IN THESE COMMODITIES 
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MARKETING POTENTIALS IN GEORGIA 


Georgia is not one of the most rapidly growing 
southern states, yet it is not at the bottom in rate 
of growth. Rates of growth in income are greater 
in Florida and Louisiana but significantly less rapid 
in Arkansas, Mississippi, and Tennessee. Yet the 
rate of growth of Georgia’s economy is significantly 
above the average for the southern states. It ranks 
with such well-known pace setters as Texas, Vir- 
ginia, and Alabama. The latter has been improving 
fast because of heavy industry. 

Since 1950, Georgia’s over-all market growth, as 
measured by total personal income, has expanded 
every year except 1954, when there was a slight 
decrease due to the recession. Yearly growth in 
total personal income has ranged from 123 to 536 
million dollars. The average yearly expansion is 
271 million dollars or 5.8 per cent. During this 
same period, per capita income rose about $57 
yearly, or 4.6 per cent. Population growth averaged 
almost 50,000 a year or 1.2 per cent. 

Basically, a market is people with money, and as 
marketing people we would like to add, “and with 
certain spending habits.” China and India represent 
two of the greatest aggregations of people in the 
world, but neither has much potential for market- 
ing because of the low per capita income, less than 
$100 in both countries. 

The human side of Georgia’s markets has been 
given in previous reports. Studies have shown that 
rapid population shifts are occurring in Georgia. 
Forty-four counties are gaining population; 115 are 
losing population, of which the loss in 43 counties 
is quite rapid; 16 of the larger population centers 
are gaining the bulk of the migrants, with over half 
being concentrated in the Atlanta area. 

There are approximately 3,875,000 people in 
Georgia presently. They have about 5.9 billion dol- 
lars to spend yearly, probably one-tenth as much 
as have all the 600 million people of China. Despite 
the regimentation and controls the Communists 
have imposed on China, many, many leaps forward 
will be necessary before the Chinese will have the 
per capita income of the average Georgian today. 
Even the poorest slum dweller in Atlanta has sev- 
eral times more per capita income than has the 
average Chinese. During the many decades of prog- 
ress the Chinese must make before they achieve 
Georgia’s present level of income, it seems certain 
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that Georgia’s per capita income by that time will 
be in multiples of what it is today. 

But an examination of Georgia’s per capita in- 
come as it compares to that of the U. S., and as it 
varies between Georgia counties, shows great in- 
equalities to exist. The conclusion, therefore, is that 
there are no grounds upon which to become self- 
satisfied. In fact, the picture is one to incite even 
greater efforts toward economic development. 

All businessmen have a vital interest in a more 
rapid economic development in Georgia. More people 
with more money means burgeoning markets. It 
Means expanding volume, construction of more 
warehouses, more branch factories, and more local 
enterprises of all sorts. As retail sales rise, collec- 
tion of all types of taxes expands. This increased 
revenue will finance more and better services from 
state and local governments, provide additional 
money for the highways needed so badly, and pay 
more adequately school teachers and other public 
servants. 


Georgia Areas of Market Potential 

The big market variations within Georgia are 
associated with the larger population and industrial 
complexes. The two counties of Fulton and DeKalb 
in 1956 accounted for over 1.5 billion dollars of per- 
sonal income, or 29 per cent of the state’s total. 
Four counties—Bibb, Chatham, Muscogee, and Rich- 
mond—each had income over 200 million dollars. 
Cobb County was close to this level in 1956 with 
173 million dollars; and Dougherty and Floyd Coun- 
ties had almost 100 million dollars each. The nine 
counties named above had 55 per cent of the state’s 
income in 1956. Eight counties—Clarke, Glynn, Hall, 
Houston, Lowndes, Troup, Walker and Whitfield— 
had over 50 million dollars but less than 100 mil- 
lion, and account for an additional nine per cent 
of the state’s income. Seven other counties had close 
to 50 million dollars income in 1956. They are 
Carroll, Chattahoochee, Clayton, Colquitt, Gwin- 
nett, Spalding, and Thomas, and as a group they 
receive six per cent of the state’s total personal 
income. 

The above 24 counties altogether account for 70 
per cent of Georgia’s total personal income and 
54 per cent of the state’s population. 
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Obviously each of the counties (24 in all) with 
50 million dollars income or over has great economic 
power. Each has large market potentials and is 
therefore a great drawing power for market-orient- 
‘ed industries. 


This is one side of the picture of market poten- 
tials and economic development in Georgia. The 
other side of the picture is less encouraging, as is 
shown by the fact that 23 of Georgia’s counties had 
five million dollars or less personal income in 1956. 
(In tact five counties in this group tabulate 2.5 
million dollars personal income or less.) If the pur- 
chasing power of all 23 counties is added together, 
the total personal income amounts to 83 million 
dollars, only 1.7 times any one of the counties in the 
50 million dollar class. In comparison with the 
twenty-four counties that enjoyed 50 million dol- 
lars or more, this group of 23 counties had 1.6 per 
cent of the state’s income in 1956 and 2.9 per cent 
of its population. These counties are scattered 
throughout the state, with a concomitant dissipa- 
tion of economic power to 23 different points. This 
condition is coupled with the general absence of 
population centers and few special conditions to 
draw industry. Thus the potentials for growth in 
market size are not great. Such areas are condu- 
cive, other conditions being favorable, only to the 
type industry that does not produce for local con- 
sumption. 


Differences in per capita income between coun- 
ties are manifested in variations in standards of 
living, which are a measure of the demand for 
luxury types of goods as well as the ability of the 
people to purchase recreation and education and to 
support such institutions as the church. For the 
state as a whole, per capita income in 1956 was 
$1,423 ; in 1958, $1,487; and in 1959, it was perhaps 
$1,525. The highest county per capita income, 
$2,657, in 1956 was found in Chattahoochee County, 
which derives practically all of its income from the 
very large military base (Ft. Benning), with rela- 
tively good pay to the officer and enlisted person- 
nel. The dominance of unmarried personnel means 
a very high ratio of wage earners to family mem- 
bers. 

Fulton and DeKalb counties ranked second with 
$2,047 per capita income in 1956, or 45 per cent 
above the state average per capita income. Inci- 
dentally, the 1956 per capita income in Fulton and 
DeKalb was four times, and total personal income 
was over six times, the 1939 figures. 

Only four Georgia counties had a per capita in- 
come in 1956 which was equal to or above the 
national per capita income. These were Chatta- 
hoochee, Fulton, DeKalb, and Cobb. These four 
counties account for 23 per cent of Georgia’s popu- 
lation. 

If the state’s per capita income, which is less 
than three fourths as high as the U. S. average per 
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capita income, is used as a basis for classifying the 
counties of Georgia as to level of per capita income, 
18 counties with 49 per cent of the population had 
a per capita income equal to or above the state’s per 
capita income; 17 counties had between $1,200- 
$1,400 per capita income; and the remaining 114 
counties had $1,200 or under per capita income, of 
which 52 counties had less than $900. 


A map of the state with counties classified ac- 
cording to level of income shows a mountain-like 
peak centered around Atlanta with a steady drop- 
ping off in per capita income as the distance of the 
county from Atlanta increases. Two finger-like de- 
velopments extend toward Athens and Toccoa. 
Lesser peaks of development coincide with Savan- 
nah, Augusta, Macon, and Columbus. The converse 
of the above topographic feature is a depression-like 
effect which extends along the ridge area west of 
Augusta between the Savannah and Altamaha 
Rivers, and hooking south of Macon and southwest 
of Albany. 


Market Planning and Personal Income 


The impacts of variations in income between 
counties on marketing and marketing potentials is 
highly important to market planning. The first and 
most obvious effect is on retail sales. Based on the 
census of 1954 retail sales and 1954 personal income, 
it has been determined that retail sales can be esti- 
mated from personal income based on a 67 per- 
centage relationship, which also applies for the 
entire South. However, because of differences in 
the make-ups of the economies of different areas 
of the state, the propensity to spend income at 
retail varies greatly. In some sections the percent- 
age ratio of retail sales to personal income is small- 
er, in other areas higher, than the state ratio of 
67 per cent. For example, the ratio for Columbus is 
55 per cent, but in the Brunswick area it is over 80 
per cent. It is difficult to give explanations for all 
of the variations in the ratio within the state. The 
most general explanation, however, is tied in with 
the dominance of farming. Where farming ranks 
relatively high, purchases of farm machinery and 
farm operating supplies are included with regular 
retail sales, and therefore the ratio is higher. The 
higher ratios for the Brunswick and Albany areas 
are influenced strongly by the farm factor. The low 
ratio for the Columbus area is explained by the 
large military population and the large number of 
commuters, both classes of whom do much of their 
shopping in other areas. 

The relevance of all of this to market potentials, 
and particularly to industrial development, is that 
a low ratio of retail sales to income indicates not 
only a greater potential to develop other retail out- 
lets in the area but also the presence of savings to 
finance development, both of retail institutions and 
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of related manufacturing operations. On the other 
hand, a high propensity to spend income at retail 
may show a shortage of capital locally to finance 
economic development. 

In a given area, the development of additional 
retail outlets, based on the 67 per cent relationship, 
may bring about certain chain reaction effects: 


1. Expansion in warehouses. 


2. Growth in manufacturing to replenish warehouse 
stocks, when volume becomes sufficiently large to make 
manufacturing economical. Apparently growth from this 
factor occurs first in the production of food, apparel, and 
other light consumer goods. 


8. Expansion in manufacturing firms to supply needs of 
consumer goods types of manufacturing. 


4. The effects described above lead to a relatively large 
and expanding volume of all types of construction in such 
categories as commercial and industrial structures; public 
buildings to supply governmental, municipal, and education- 
al services; office buildings; institutional buildings, such 
as churches, hospitals, and private educational institutions; 
and last, but certainly not least, residential construction to 
replace older structures and to house the population in- 
crease, particularly with reference to the influx of migrants. 


Georgia’s 1970 Market Situation 


Now for a look at the marketing potentials in 
Georgia about ten years from now, pinned down 
more specifically to the year 1970. If current trends 
continue, with no abatement either in the cold war 
or recent inflationary trends, the state may confi- 
dently expect a population of 4,300,000, with a per 
capita income of nearly $2,170, total personal in- 
come payments of 9.3 billion dollars, and retail sales 
of 6.2 billion dollars. On the other hand, if an ag- 
gressive, well-balanced economic development pro- 
gram is pursued, the state’s 1970 population may 
be estimated at 4,600,000; per capita income, about 
$2,300; personal income, $10.6 billion; and retail 
sales, $7.1 billion. In other words, levels of income 
and business which may be expected with an aggres- 
sive development program could be 80 per cent 
higher than 1959 levels. Within the state the largest 
and most rapidly growing markets will be found in 
the 44 counties with growing population, and par- 
ticularly in the 24 counties of this group which are 
already identified as having 50 million dollars or 
more personal income in 1956. They are, by and 
large, superb markets now. They will be getting 
better over the years because of the ability of each 
to attract industry and associated types of growth 
activities. 

Of all the sections of the state the Atlanta Metro- 
politan Area, composed of Fulton, DeKalb, Cobb, 
Clayton, and Gwinnett counties, is the fastest grow- 
ing. From 1950 to 1957, 67 per cent of the state’s 
population growth was concentrated in this five- 
county area. With the aggressive development pro- 
gram envisaged, and the conditions assumed with 
respect to international tensions and inflation, the 
population of Metropolitan Atlanta by 1970 should 
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be at least 1,400,000; per capita income, $3,200; 
total personal income, $4.5 billion; and retail sales, 
$3.0 billion. If this forecast is realized, then by 1970 
the economic power of Atlanta will be about three 
fourths as large as the entire state’s today. 


But these are not all the marketing plums that 
may be gathered in Georgia in the next decade. In 
addition to the other well-known population centers, 
some excellent opportunities exist in about a dozen 
growing points in the Georgia hinterland. These 
growing points are defined by towns in certain out- 
lying counties which have sufficiently strong em- 
ployment opportunities to draw workers from nine 
nearby counties. Study of these areas indicates that 
a sort of industrial agglomeration is developing 
which is expected to attract industry. The counties 
constituting these centers are Stephens, Elbert, 
Wilkes, Baldwin, Jenkins, Toombs, Wayne, Cam- 
den, Ben Hill, Haralson, Houston, and Chattooga. 


Economic Development—A World-wide Surge 


The “idea of economic development” is sweeping 
the world. It has given war-torn Europe a startling 
recovery. It has enabled modern Israel to turn a 
semi-desert land into a prosperous and militant coun- 
try. The South Americans are grasping it so eagerly 
they are going ahead without help from the U.S. A. 
The Chinese Communists refer to it as the “great 
leap forward.” The Russians are abandoning some 
of their “guns for butter.” The eagerness with which 
the whole world is grabbing this idea, which is a 
summary term for the democratic, progressive, free 
enterprise world we love, amounts to a silent, in- 
exorable revolution. The question to be answered 
in the face of possible atomic war and world an- 
nihilation is this: Can a people controlled by a sys- 
tem which enslaves the bodies and minds of all men 
take over and exploit fully an idea that was be- 
gotten of the free enterprise system? The answer 
is an emphatic “No”! This idea cannot even be par- 
tially effective without the adoption of much of 
the free enterprise system (and therefore the demo- 
cratic way). When that happens, then the Commu- 
nist system has perished through peaceful evolution. 
The sweep of a great new idea, whose significance 
is not fully appreciated, may hold a new hope to a 
war-tired world. It may be the means of silently 
burying Communism in our era—a threatening, 
ominous age. 

And finally, if Georgia is to have an economy and 
a market volume consistent with its potential, Geor- 
gians must catch the vision of the most tremen- 
dous idea since Columbus discovered a New World— 
the idea of “economic development”—and join all 
those of like mind and good will to make it come 
to the state faster, better-balanced, and more com- 
pletely than ever before. 
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THE SOUTHEASTERN CORNER . 














LIQUID DETERGENTS 


This month we shall consider a product which 
has gained commercial importance only since the 
oo end of World War II. Indeed, the whole field of 
detergents as a retail consumer product was vir- 
tually unknown prior to 1946, and this is espe- 
cially true of liquid detergents. 
Warren A. Walker For several reasons, detergents have largely re- 
placed powdered or flaked soaps for washing ma- 
chine use. Two of these reasons will be examined * & 
here. The first is that water in many localities is 
INDUSTRIAL POTENTIALS IN THE SOUTH classified as “hard” water. Chemically speaking, 
this means that it contains calcium and magnesium 
PART VI salts. These salts combine with the fatty acids of 
soap to form insoluble compounds which, being in 
suspension but not in solution, tend to be deposited 
on the material being washed, especially if it is 
cloth. These deposits give the effect of white 
articles’ being less white and colored articles’ being 
less vivid. The truth is that housewives knew of the 
phenomenon, colloquially referred to as “dingy” 
gray, before the chemists did. 

The second reason is that water in some localities 
has a rather strongly acid characteristic. This is due 
sometimes to natural causes and sometimes to the 
purification process. In any event, the fatty acids 
in soaps are among the weakest acids known. An 
acid water breaks down the sodium-fatty acid com- 
pound in the soaps and, as in the first instance, pro- 
duces a suspended, insoluble material that deposits 
itself on the material that is being washed. 

Detergents do not have either of these undesira- 
ble characteristics. Indeed, many detergents now 
have a special additive, sodium caboxy methyl cel- 
lulose (known to the trade as CMC) which actually 
prevents the redeposit of the soiling particles on 
the fabrics. a 

Powdered detergents did not achieve general con- 
sumer acceptance until the so-called heavy duty 
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types appeared. It has been speculated that this 
same market pattern will be true of the liquid 
detergents. The heavy duty liquid types have been 
placed on the market quite recently. The original 
types were intended primarily for delicate fabrics 
rather than general laundry use. 


Markets—Present and Potential 


The Georgia Institute of Techonology Experiment 
Station has estimated as a first approximation that 
1958 consumption of liquid detergents in the six 
southeastern states was about 51,600,000 pounds, 
and 61,500,000 pounds as a refined estimate.! (The 
latter figure would be in excess of 14 per cent of 
the national consumption figures for the same 
year.) 

In the process of arriving at this estimate an 
interesting, but as yet not fully verified, relation- 
ship suggested itself, namely, that there is a linear 
relationship between per capita sales and percent- 
age of urban population. This is not inconsistent 
with what might reasonably be expected. Liquid 
detergents, in spite of their many advantages, are 
relatively high priced. Since average rural incomes 
are substantially lower than average urban in- 
comes, such a relationship would logically follow. 

On the other hand, it may be stated as a broad 
generalization that products having such market 
relationships are in a good growth situation, since 
the general trend is strongly in the direction of in- 
creased urbanization. 

The study referred to above estimated that by 
1964 the total southeastern market for liquid de- 
tergents would exceed 217,000,000 pounds.? 


Distribution of Producers 


At the present time only one producer is located 
within the six-state southeastern area. This is the 
plant operated by Texize Chemicals, Inc., in Green- 
ville, South Carolina. While exact figures are not 
available, it is estimated that this company’s share 
of the market for the area is somewhat less than 
10 per cent. 

The bulk of the market is controlled by Procter 
& Gamble and Lever Brothers, with a combined 
total of perhaps as high as 75 per cent of the total 
market. Neither of these producers has a plant in 
the Southeast. Procter & Gamble has plants at St. 
Louis, Missouri, and Cincinnati, Ohio. Lever 
Brothers also has a plant at St. Louis, in addition 
to one at Baltimore, Maryland. A portion of the 
market is accounted for by the Colgate-Palmolive 
plant at Jeffersonville, Indiana. 





1. Robert Van Geuns, Liquid Detergents, Engineering Experiment 
Station, Georgia Institute of Technology, pp. 15, 16. 
2. Tbid., p. 17. 
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Factors Favoring Southeastern Production 

One of the most important factors favoring more 
regionalized production is the increasing popularity 
of liquid type detergents. For the same amount of 
cleaning power, liquid detergents are substantially 
heavier, and require a greater volume than the 
powdered types. Hence, shipping costs have assumed 
greater importance than was previously the case. 

A major raw material required for production is 
sulfuric acid. Since sulfuric acid is a rather heavy 
chemical, it is desirable that shipping distances be 
reduced as much as is practical. The status of the 
production of sulfuric acid in the Southeast has been 
discussed in a previous article.* 

An alternate procedure is also available, which 
consists of buying already sulfonated raw materials 
in the form of dodecylbenzene sulfonate. Two firms 
in North Carolina, one in South Carolina, and one 
in Tennessee produce this chemical ready for use 
and in commercial quantities. 

Other raw materials such as phosphorus and the 
various phosphates are readily available from a 
variety of sources in practically every state in the 
Southeast. 

It would appear on the basis of the available facts 
that additional facilities for the production of liquid 
detergents in the Southeast would normally take the 
form of a branch plant of the producers already in 
the field. One reason for this is that the initial capi- 
tal outlay is quite substantial. Another reason is that 
the established producers have already spent con- 
siderable amounts on advertising in the area for 
purposes of brand identification. A new independ- 
ent producer would face a considerable cash outlay 
to achieve any brand identification for his own new 
product. 

This does not rule out the possibility of a new 
independent producer’s entering the field, but mere- 
ly points out some of the difficulties. Another dif- 
ficulty is that, whatever the scale of the plant, there 
will almost certainly be a situation of excess capac- 
ity, especially in the early stages. Some of this 
difficulty could be offset by selective diversifica- 
tion, such as floor and window cleaners. In all 
probability, diversification of this type would not 
entail any additional equipment as_ regards 
packaging. 

In regard to packaging liquid detergents, it should 
be noted that, due to the nature of this product, 
either metal or plastic containers could be used. 
Each has certain advantages and disadvantages. 
Plastic containers tend to be slightly cheaper in the 
smaller sizes and slightly more expensive in the 
larger sizes. On the other hand, it is entirely likely 
that technological advances will in time reduce 
the unit cost of plastic containers, whereas no such 
reduction in cost for metal containers can reason- 
ably be anticipated. 





3. “The Southeastern Corner,” Atlanta Economic Review, August 1959, 
p. 20. 
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EMPLOYMENT 
Job Insurance (Unemployment) 

PIR « sasnisicitirinamannccontptnianes $403,989 $395,255 +2.2 $373,445 +8.2 —3.6 
Job Insurance Claimants _______-_ 8,560 6,499 +31.7 6,210 + 37.8 +6.8* 
Total Non-Ag. Employment ------ 359,850 362,350r —0.7 360,650r 9 +2.6* 
Manufacturing Employment -_----- 83,000 84,600r —2.0 88,100r —5.8 —0.7* 
Average Weekly Earnings, 

Factory Workers ___--_------- $82.62 $81.80 +1.0 $81.61 +1.2 —0.3* 
Average Weekly Hours, 

Factory Workers ___.--------- 40.3 39.9 +1.0 40.6 —0.7 —3.3* 
Index of Help Wanted Ads 

(Seasonally adjusted, 1947-49 

Avg.=100) ---------------- 143.4 153.4 —6.5 190.4 ~24.7 —6.0 

CONSTRUCTION 6 
Number of Building Permits§ ___- 673 738 —8.8 718 —6.3 ~Z9 
Value of Building Permits§ ______ $5,268,775 $8,159,268 —35.4 | $9,503,817 —44.6 —40.5 
Employees ------------------- 21,450 21,500r —0.2 23,400 —8.3 —11.0* 
FINANCIAL4S 
Bank Debits (Millions) _.._._____ $2,018.8 $2,152.6 —6.2 $2,052.3 —~1.6 +6.1 
Bank Deposits (Millions) ________ $1,289.0 $1,269.3 +1.5 $1,269.7 +1.5 +1.8** 
| 
OTHER | 
Department Store Sales Index ____ 174 169 | +3.0 174 0.0 +5.49 
Retail Food Price Index _________ 117.4 117.6 —0.2 117.0 +0.3 +16.8** 
Number Telephones in Service ___ 373,680 372,628 +0.3 336,860 + 10.9 +9.9** 
r—Revised *Average month **End of period {—Based on retail dollar amounts 
§City of Atlanta only. N. A.—Not Available AData from members of the Federal Reserve System only. 


Sources: All data on employment, unemployment, hours, and earnings: Employment Security Agency, Georgia Department of Labor; 
Number Help Wanted Ads: Atlanta Newspapers, Inc.; Building permits data: Office of the Building Inspector, Atlanta, Georgia; 
Financial data: Board of Governors, Federal Reserve System; Retail Food Price Index: U. 8. Department of Labor; Department 
Store Sales Index: Federal Reserve Bank of Atlanta and Board of Governors, Federal Reserve System; Telephones in Service: Southern 2 
Bell Telephone and Telegraph Company. 
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ATLANTA BUSINESS ACTIVITY 


The rate of unemployment is perhaps one of the 
most significant indicators of the performance of 
an economy, either national or local. A high level 
of activity implies an abundance of employment 
opportunities for those who are willing and able to 
work, while a low level of activity necessarily im- 
plies unemployment or underemployment for large 
numbers of people. 


Some degree of unemployment, however, is both 
inevitable and essential by reason of the fact that 
the economy, at the national and at the local levels, 
is dynamic. Demand shifts from certain types of 
commodities to others. Thus, resources used in pro- 
duction of these commodities must also shift so as 
to bring their supplies in line with their respective 
demands. This reallocation of resources takes time, 
and some unemployment results in the process. 


While such “frictional unemployment” is in- 
evitable in a dynamic economy, it is usually consid- 
ered desirable that it be kept to a minimum. Unem- 
ployment represents both an unpleasant experience 
for the workers involved and a social waste in terms 
of goods and services which could otherwise have 
been produced. For the individual, unemployment 
means a cutting off of his source of livelihood (at 
least in large part) while his living expenses con- 
tinue as before; for society, labor time lost during 
periods of unemployment can never be regained. 


Since World War II there have been no major 
and long-lasting periods of general high-level un- 
employment in the United States. There were rela- 
tively minor and short-lived periods of unemploy- 
ment in 1949 and again in 1954. In the first half of 
1958 the level of unemployment reached its highest 
point since the early days of World War II (about 
7.7 per cent of the civilian labor force in February, 
March, and June, 1958). Since then the national 
rate of unemployment has fluctuated largely be- 
tween five and six per cent. Whether this rate is in 
excess of the necessary frictional unemployment is 
perhaps a matter of conjecture. There are, how- 
ever, several “pockets” of rather serious chronic 
unemployment within the economy, perhaps the 
most notable of which are the coal mining areas of 
West Virginia and Eastern Kentucky. A number 
of other areas, whose unemployment is perhaps not 
chronic, experience wide fluctuations, which coin- 
cide with lesser fluctuations in general business 
activity in the nation as a whole. Perhaps the most 
notable of such areas are the highly industrialized 
centers of the Great Lakes region. In such centers 
the local economies are highly dependent upon one 
or a few major types of activity, highly sensitive 
to fluctuations in general business, such as steel 
or automobile production. 

In contrast, the Atlanta area, because of its di- 


October 1960 


versified activities, is in a much more favorable 
position, in terms of both the level and the stability 
of unemployment rates. As indicated in the ac- 
companying chart, the rate of unemployment in 
Atlanta in recent years has been consistently below 
the national average. Furthermore, the rate has been 
subject to somewhat less violent fluctuations than 
is the case of the national economy. Since the na- 
tional percentage represents something of a weight- 
ed average of unemployment rates in all parts of 
the nation, it is clear that both the absolute level of 
unemployment rates and the magnitude of their 
fluctuations in some segments of the national econ- 
omy are considerably greater than the national 
average, and hence that much greater than in At- 
lanta. Because of the wide range of activities in the 
Atlanta area, the impact of a decline in any one 
line of activity is less than would otherwise be the 
case. Furthermore, declines in one or a few lines 
of industry are often accompanied by expansions in 
other lines so that workers may be transferred from 
one type of activity to the other. Hence, unlike the 
unemployed miners of West Virginia, for example, 
Atlanta’s unemployed workers find it relatively 
easier to obtain alternative employment. R. L. B. 


UNEMPLOYMENT: ATLANTA AND U.S. 
January 1957 — July 1960 


(Per Cent of Civilian Labor Force) 


Per Cent 
8 











t 








1957 1958 1959 1960 


Source: Data for Atlanta area: Georgia State Employment Service, 
Atlanta Area Labor Market Trends. Data for United States: Bureau of 
Labor Statistics, Monthly Report of the Labor Force (July 1959-June 1960) 
and U. 8. Bureau of the Census, Current Population Reports: Labor 
Force, Series P-57 (January 1957-June 1959). Note the BLS report re- 
placed the census report which was discontinued. 
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Publications Available 


RESEARCH PAPER NUMBER 18 
The Use of Psychological Tests in Selecting 
Salesmen in the South 
. . . Carrol W. Ehlers 
56 pp., 814 x 11 in. 
(Price—50¢ plus 2¢ sales tax in Georgia) 

For a company that has a product or service to 
sell, good salesmen are essential. In recent years the 
use of psychological tests in selecting salesmen has 
become more widespread. Dr. Ehlers’ paper is a 
survey of the extent of use of psychological tests in 
salesman-selection by southern firms and the various 
testing practices followed. The study also sets forth 
the characteristics of users of tests as compared to 
those of nonusers. 

Dr. Ehlers is Professor of Marketing, School of 
Business Administration, Georgia State College of 
Business Administration. 


BULLETIN NUMBER 9 
STUDIES IN BUSINESS AND ECONOMICS 

An Econometric Model of the American Minor 
Cycle 

. . . George J. Malanos 

Henry Thomassen 

47 pp., 6 x 9 in. 
(No charge for single copies) 

The purpose of this study, as stated by the 
authors, is: “To construct a system of equations 
which will predict as much as one year in advance, 
and with a precision that is acceptable for policy- 
making, the quarterly magnitudes of American ag- 
gregate employment and gross national product.” In 
their conclusions the authors signified that, for the 
1947-57 period and in the absence of a Juglar cycle, 
it was their “concerted opinion that the chief 
cyclical variation has originated with the spending 
upon consumers’ durables.” 


The authors are on the faculty of the School of 
Business Administration of Georgia State College 
of Business Administration. Dr. Malanos is Pro- 
fessor of Economics and Chairman of the Depart- 
ment of Economics, Finance and Statistics. Dr. 
Thomassen is Associate Professor of Economics. 


BULLETIN NUMBER 7 
STUDIES IN BUSINESS AND ECONOMICS 
The Development of the Public Housing Program 
in the United States 
. . . Robert K. Brown 
92 + viii pp., 6 x 9 in. 
(Price—$1.50 plus 5¢ sales tax in Georgia) 

U.S. public housing from its infancy has had a 
troubled career. The zeal of its proponents and the 
equal fervor of its opposition have met time and 
again in the legislative arena. This monograph 
traces the history of the development of the U.S. 
public housing program from 1933, the beginning of 
federal participation, to 1956. In the concluding sec- 
tion the author summarizes leading criticisms made 
by adversaries of the program; lists suggestions of 
housing experts on how to break the “dreary dead- 
lock” of public housing; and suggests some of the 
factors to be considered in the future course of low- 
rent housing. 

Dr. Brown is the Ben J. Massell Professor of Real 
Estate, School of Business Administration, Georgia 
State College of Business Administration. 


A Bibliography of Literature in Transportation 
Economics 

14 pp., 844 x 11 in. 

(Price—$1.00 plus 3¢ sales tax in Georgia) 

Compiled under the direction of J. H. Lemly, Pro- 
fessor of Transportation and Public Utilities, School 
of Business Administration of Georgia State College 
of Business Administration. 


For copies of the studies named above, send requests to the Bureau of Business and Economic 
Research, School of Business Administration of Georgia State College of Business Administration, 33 


Gilmer Street, S. E., Atlanta 3, Georgia. 
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